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ing assets at a certain cost, be it high or low, the accounting 
problem is confined to the proper distribution of that cost over 
the years of the efficient life of the wasting assets. Suppose a 
machine costs $1100 with expected life ten years and scrap value 
$100, the proper provision for depreciation is $100 a year. It 
makes no difference at all that in five years the market price of 
such a machine may have advanced to $1500. It is still only 
necessary within the ten years to refund the cost of the machine 
which was purchased for $1100. When it becomes necessary to 
purchase another machine at the end of ten years it may cost 
$1500 which will need a capital outlay of $500 in excess of that 
needed for the purchase of the first machine, but this circum- 
stance does not render inadequate the allowance of $100 per 
annum for depreciation on the first machine which cost only 
$1100. It cannot be too clearly stated that depreciation is not 
a provision for the cost of future renewals, but is solely concerned 
with the need of replacing the cost of wasting assets already ac- 
quired, and which are being wasted in the process of earning the 
revenue of an undertaking. 

P. D. Leake. 
London. 
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The author is comptroller of the American Telephone and Tele- 
graph Company ; and the history pertains more especially to de- 
velopments in this company and its antecedents. After a brief 
introduction a rapid survey is made of telephone accounting from 
1883 to 1907. Part III of the pamphlet (pp. 8-27) covers the 
modern period (1907-1912). It discusses the developments in 
business organization, also questions of publicity and public regu- 
lation; makes a classification of the principal accounts used; shows 
how depreciation is treated, how the different classes of revenue 
and expense are separated, how operating and functional stand- 
ards are maintained and used ; shows especially the increasing use 
that is made of the accounts and financial reports by the various 
administrative officers. Part IV (pp. 27-33) covers the period 
under federal control, presenting a summary of the uniform sys- 
tem of accounts for telephone companies, as ordered by the Inter- 
state Commerce Commission on December 10, 1912, and placed in 
effect January 1, 1913. This system is required of all telephone 
companies doing business in two or more states, and having annual 
operating revenues of over $50,000. It was worked out by the 
commission in cooperation with the telephone companies, and ac- 
cords well with the best practice which has been previously estab- 
lished. There is, however, one danger in the administration of the 
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The author discusses briefly the comparative merits of various 
investments, but with generalizations much too sweeping. He be- 
comes least indefinite in his discussion of "intrinsic value," for in 
this he uses two examples, United States Steel and Northern Pacific 
stock. However, he uses "intrinsic value" in two different senses 
in the same paragraph; first, as the amount which the shareholders 
would get if the property were sold ; second, as "determined by 
the earning power" of the corporation. In his analysis of Northern 
Pacific he writes, "always there has been a growing business," 
disregarding his own later statement, "the earnings left for divi- 
dends have lately fallen off." He says: "Intrinsically, this stock 
is worth what it is selling at now, and perhaps more, because. 
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there is hardly any question as to the ultimate future of the 
Northern Pacific in regard to earning power, whatever the im- 
mediate future may develop, either as to earnings or stock prices." 
This is a fair sample both of the author's reasoning and of his 
literary skill. He is plainly unaware of how crudely he has 
sketched his subject. J. F. M. 
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This interesting and careful study (part of a book on "Corporate 
Promotions and Reorganizations") is divided into two parts, the 
first, 45 pages in length, being the narrative; the second, 153 pages, 
being a supplement or appendix containing testimony from various 
sources, reorganization circulars, newspaper extracts, etc. pertain- 
ing to the ill-starred but eventful history of this organization. The 
narrative portion of the volume is divided into two chapters, the 
first discussing the promotion and failure of the company, and the 
second the successive reorganizations of the cordage combinations. 
The study is most carefully done and is thoroughly commendable. 
It affords a wide diversity of illustrations of corporate financing 
and security juggling such as can hardly be found in the history of 
any other industrial concern. In the opinion of the reviewer, alto- 



